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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for 
Community  Planning  &  Development 

24  CFR  Part  570 

(Docket  No.  R-80-681] 

Community  Development  Block 
Grants— Reallocation 

agency:  Department  of  Housing  and 
Urban  Development  (HUD). 

ACTION:  Final  rule. 

SUMMARY:  The  final  rule  revises  the 
policies  and  procedures  for  the  use  of 
reallocated  Community  Development 
Block  Grant  funds.  The  rule  establishes 
the  eligible  uses  of  reallocated  funds — 
primarily  meeting  financial  settlement 
needs  and  increasing  housing  choice 
either  outside  areas  with  lower  income 
or  minority  concentrations  or  in  a 
revitalizing  neighborhood  to  enable 
lower  income  residents  to  remain  and 
avoid  displacement. 

DATES:  Effective  May  22, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 
Richard  Kennedy,  Small  Cities  Division. 
Office  of  Community  Planning  and 
Development,  Washington,  D.C.  20410; 
telephone  (202)  755-6322.  (This  is  not  a 
toll  free  number.) 

SUPPLEMENTARY  INFORMATION;  On 

July  30, 1979,  the  Department  published 
for  public  comment  in  the  Federal 
Register  proposed  changes  to  the 
procedures  for  the  reallocation  of 
Community  Development  Block  Grant 
(CDBG)  funds.  The  purpose  of  the 
proposed  changes  was  to  establish  the 
eligible  uses  of  reallocated  funds.  Under 
the  final  rule,  the  first  priority  remains 
meeting  financial  settlement  needs.  The 
other  eligible  uses  are  discussed  below. 

Interested  persons  were  given  until 
September  28, 1979,  to  submit  written 
comments.  Twenty  persons  submitted 
comments.  All  comments  received  with 
respect  to  the  proposed  rule  were 
carefully  considered. 

The  amount  of  Fiscal  Year  1979  CDBG 
funds  available  for  reallocation  is 
estimated  to  be  $17  million.  This  is  a 
very  small  portion  of  all  CDBG  funds 
and,  therefore,  the  use  of  reallocated 
metropolitan  entitlement  funds  is  limited 
to  meeting  financial  settlement  needs 
and  increasing  housing  choice,  including 
enabling  lower  income  residents  to 
remain  in  a  revitalizing  neighborhood. 
HUD  has  chosen  these  purposes 
because  relatively  few  CDGB  funds  or 
other  Federal  resources  are  used  to  meet 


these  important  Departmental 
objectives. 

The  following  paragraphs  explain  the 
Department's  response  to  the  comments 
received  and  other  changes  made  to  the 
proposed  regulations. 

570.107(a);  (c):  and  (e).  These 
paragraphs  refer  to  using  metropolitan 
entitlement  funds  to  be  reallocated  for 
increasing  housing  choice  either  outside 
areas  with  lower  income  or  minority 
concentrations  or  in  a  revitalizing 
neighborhood  to  enable  lower  income 
residents  to  remain  and  avoid 
displacement.  Increasing  housing  choice 
is  a  concept  already  established  by 
HUD  in  24  CFR  891,  Subpart  E, 
“Approval  of  Areawide  Housing 
Opportunity  Plans.” 

HUD  has  clarified  the  intent  of  the 
phrase  “increasing  housing 
opportunities  outside  areas  of  undue 
concentration  of  lower  income  or 
minority  households,"  as  found  in  the 
proposed  regulations.  First,  the  word 
“undue"  is  no  longer  used  since  it  does 
not  contribute  to  the  meaning. 

Second,  increasing  housing 
opportunities  include  providing 
opportunities  for  persons  who  live  in 
concentrated  areas  to  choose  housing  in 
non-concentrated  areas.  This  was  not 
clear  in  the  proposed  rule,  and  as  now 
stated  in  paragraph  (e),  an  applicant 
must  specifically  show  that  its  program 
to  increase  housing  opportunities  will 
provide  choice.  Therefore,  the  phrase 
“increasing  housing  opportunities"  is 
replaced  with  “increasing  housing 
choice"  to  indicate  that  activities  to 
increase  the  housing  supply  and  to 
provide  choice  are  both  intended  uses  of 
these  funds. 

Two  commentors  felt  that  the 
emphasis  on  increasing  housing 
opportunities  excludes  cities  which  have 
given  attention  to  this  problem  in  the 
past,  and  as  a  result  have  less  serious 
problems  than  many  cities  which  have 
done  little  or  nothing.  Five  commentors 
agreed  with  the  Department,  and 
support  increasing  housing 
opportunities.  Six  commentors  felt  that 
communities  should  not  be  limited  to 
activities  related  to  increasing  housing 
opportunities  for  people  in  areas  of 
concentrations.  They  advocated  giving 
other  community  development  activities 
equal  priority  so  that  needy 
communities  can  apply  for  funds  to 
alleviate  substandard  conditions. 

The  Department  considered  these 
comments  and  decided  to  expand  the 
concept  of  increasing  housing  choice  to 
also  include  efforts  to  enable  lower 
income  residents  to  remain  in  a 
revitalizing  neighborhood.  This  decision 
is  based  on  the  Department's  belief  that 
these  are  important  Departmental 


missions  that  warrant  use  of  reallocated 
funds.  As  stated  earlier,  the  total 
amount  of  funds  to  be  reallocated  and 
used  for  this  purpose  is  a  very  small 
portion  of  CDBG  funds,  and  represents 
money  which  local  governments  have 
already  had  an  opportunity  to  obtain, 
but  for  various  reasons  did  not  use.  Use 
of  these  funds  specifically  for  these 
purposes  will  ensure  that  they  are 
effectively  used  and  achieve  the 
objective  of  the  regulations. 

570.107(a).  Several  editorial  changes 
are  made  which  clarify  the  regulatory 
references  used  in  this  paragraph  and 
are  not  separately  discussed  here. 

The  legal  and  regulatory  requirements 
for  the  use  of  funds  allocated  for  use 
under  24  CFR  Subpart  H  (Categorical 
Program  Settlement  Grants)  and  Section 
570.401  (Urgent  needs  fund)  differ  from 
requirements  for  the  use  of  funds 
allocated  for  use  as  Entitlement  or  Small 
Cities  discretionary  grants.  These 
regulations  will  not  apply,  therefore,  to 
funds  allocated  for  use  under  Subpart  H 
and  Section  570.401  and  references  to 
these  funds  are  deleted.  The  first 
priority  for  use  of  the  reallocated  funds, 
however,  remains  meeting  financial 
settlement  needs. 

Under  statutory  requirements,  these 
regulations  must  contain  provisions  for 
reassigning  to  another  State  funds  which 
are  not  obligated  within  a  reasonable 
time.  Paragraph  (a)(2)(ii)  is  added  to 
meet  this  requirement.  Because  CDBG 
funds  are  not  likely  to  meet  all  of  a' 
State’s  community  development  needs, 
J^UD  does  not  expect  to  reassign  funds 
from  State  to  State.  The  reference  to 
hold  harmless  funds  is  deleted  in 
paragraph  (a)(3)(i)  because  no  more  hold 
harmless  grants  will  be  made. 

Paragraphs  (a)(3)  (iii)-(vi).  however, 
apply  to  recaptured  hold  harmless 
funds. 

570.107(b)  in  the  proposed  regulations. 
For  the  reasons  cited  above,  this 
paragraph  about  recaptured  Financial 
Settlement  and  urgent  needs  funds  is 
deleted.  All  subsequent  paragraphs  are 
redesignated  (i.e.,  (c)  to  (b).  (d)  to  (c), 
etc.)  to  reflect  this  deletion. 

570.107(b).  Seven  commentors 
opposed  the  restriction  contained  in  the 
proposed  rule  which  prohibited 
participating  units  of  an  urban  county 
from  applying  for  reallocated  funds 
independently.  The  rule  viewed  those 
individual  jurisdictions  as  part  of  an 
urban  county,  and  thus  eligible  to  apply 
only  under  its  aegis.  All  the  commentors 
felt  this  was  an  unnecessary  restriction 
which  served  only  to  eliminate  potential 
sites  for  expanded  housing  choice.  The 
Department  agrees,  and  has  decided  to 
allow  a  participating  unit  of  an  urban 
county  to  apply  for  reallocated  funds. 


Federal  Register  /  Vol.  45,  No.  79  /  Tuesday,  April  22,  1980  /  Rules  and  Regulations 


27383 


570.107(e).  This  paragraph  now 
includes  clearer  explanations  of 
increasing  housing  choice,  which 
includes  efforts  to  counter  displacement. 
In  each,  activities  related  to  families  are 
emphasized. 

Activities  to  increase  housing  choice 
must  insure  that  a  substantial  portion  of 
the  housing  facilitated  will  be  occupied 
by  lower  income  persons  from 
concentrated  areas.  Applicants  must 
demonstrate  that  persons  from 
concentrated  areas  have  the  opportunity 
to  select  the  housing  of  their  choice. 
Activities  may  be  located  within  or 
outside  an  applicant’s  jurisdiction,  but 
must  be  located  outside  concentrated 
areas. 

Activities  to  enable  lower  income 
residents  to  remain  in  their 
neighborhood  must  take  place  in  a 
neighborhood  experiencing 
revitalization  and  substantial 
displacement  of  lower  income  residents 
as  a  result  of  private  reinvestment. 

In  the  proposed  regulations,  activities 
for  which  funds  may  be  used  to  increase 
housing  choice  were  listed  by  reference 
at  the  end  of  §  570.107(e).  To  emphasize 
that  only  activities  eligible  under 
Subpart  C.  “Eligible  Activities,”  are 
approvable,  the  reference  to  these 
activities  is  now  found  in  the 
introductory  part  of  §  570.107(e).  As  in 
the  proposed  rule,  activities  to  increase 
housing  choice  must  also  be  listed  as 
eligible  in  §  570.404(c). 

Several  commentors  criticized  the  use 
of  Areawide  Housing  Opportunity  Plan 
(AHOP)  agencies  as  funding  vehicles  for 
reallocated  funds.  One  felt  it  is  too 
difficult  in  many  instances  for  a  city  to 
work  with  communities  outside  city 
control  or  authority.  Another  commentor 
felt  that  AHOPs  were  designed 
exclusively  for  large  cities  and 
surrounding  suburbs.  One  commentor 
claimed  that  minority  areas  cannot  get 
an  AHOP  approved,  and  are  therefore  at 
a  great  disadvantage  when  applying  for 
reallocated  funds.  HUD  believes  that 
with  effective  Areawide  Planning 
Organizations  (APO)  and  local  support, 
the  AHOP  can  be  a  successful  means  of 
expanding  housing  choice.  The 
Department  has  modified,  however,  the 
considerations  used  in  reallocating  these 
funds  among  the  State’s  SMSAs.  'The 
Area  Manager  will  reallocate  these 
funds  to  jurisdictions  participating  in  an 
approved  AHOP  to  the  extent  the  AHOP 
has  the  needs  and  capacity  to  use  the 
funds  considering  the  relative  needs  of 
the  State’s  SMSAs  with  no  approved 
AHOP  especially  the  SMSA(s)  in  which 
the  funds  originated.  Lack  of  an  AHOP 
does  not  preclude  receipt  of  these  funds. 

570.107(e)(2).  Two  commentors  stated 
that  the  regulations  should  include  a 


statement  of  the  Area  Manager’s 
responsibility  to  notify  all  potential 
applicants  of  the  availability  of 
reallocated  funds  and  the  selection 
criteria  that  will  be  used.  The 
Department  appreciates  this  concern, 
but  feels  that  the  Area  Manager  should 
have  the  option  of  soliciting  applications 
from  communities  which  can  best  use 
reallocated  funds  for  the  purposes 
described  in  paragraph  (e).  To  use  these 
limited  funds  efficiently  and  effectively, 
the  Department  believes  it  is  important 
to  avoid  developing  a  required  formal 
system.  However,  Die  Department  has 
decided  that  when  a  substantial  amount 
of  funds  is  available  for  reallocation  the 
Area  Manager  will  publicly  solicit 
informal  proposals  from  all  interested, 
eligible  applicants. 

570.107(e)(3).  Two  commentors  felt  the 
proposed  rule  gave  the  Secretary  too 
much  discretion  when  no  fundable 
applications  are  received.  The 
Department,  however,  feels  that  this 
discretion  is  important  for  the  most 
effective  and  timely  use  of  the  funds. 

The  Secretary  is  bound  by  the  Housing 
and  Community  Development  Act  of 
1974,  as  amended,  to  use  the  funds  for 
eligible  CDBG  activities,  and  therefore 
could  not  use  the  funds  for  activities 
totally  unrelated  to  community  needs. 
HUD,  therefore,  has  opted  to  leave  this 
discretionary  authority  in  the  final  rule. 

570.107(f).  One  commentor  mentioned 
the  need  for  funds  in  the  Metro  Small 
Cities  Fund,  and  suggested  raising  the 
threshold  to  $1,000,000  to  achieve  this 
end.  Another  commentor  recommended 
lowering  the  threshold  to  $150,000  to 
provide  more  funds  for  entitlement 
cities.  The  Department  is  lowering  the 
threshold  amount  from  $350,000  to 
$100,000.  This  will  allow  HUD  to  use 
more  of  the  reallocated  funds  to 
increase  housing  choice  to  counter 
displacement  especially  in  those  Area 
Offices  with  limited  amounts  of  funds  to 
be  reallocated. 

570.107(g)(1).  To  clarify  that 
applicants  for  reallocated  funds  to  be 
used  to  meet  financial  settlement  needs 
will  have  already  met  some  of  their 
application  requirements,  a  reference  to 
§  570.107(c)(1)  is  added.  Section 
570.107(c)(1)  states  that  “a  financial 
settlement  need  occurs  when  there  are 
one  or  more  approvable  financial 
settlement  applications  pending  which 
were  not  approved  in  the  last  financial 
settlement  competition  because  of  a  lack 
of  funds.” 

Applicants  for  reallocated  fimds  to  be 
used  to  meet  financial  settlement  needs 
must  comply  with  the  statutory 
application  requirements  found  in 
Section  104  of  the  Housing  and 
Community  Development  Act  of  1974,  as 


amended.  These  requirements  are  now 
included  in  §  570.107(g)(1)  by  reference 
to  §  570.404(d).  Applicants  that  have 
already  met  some  of  these  requirements 
(for  the  community  development 
program,  housing  assistance  plan,  or 
cost  analysis)  through  their  applications 
for  entitlement  or  Small  Cities 
discretionary  funds  may  incorporate 
such  by  reference. 

570.107(g)(2).  To  correct  an  oversight 
in  the  proposed  regulations,  this 
paragraph  now  requires  that  applicants 
provide  every  certification  required  in  24 
CFR  570.307,  “Certifications.” 

To  conform  with  current  AHOP 
procedures  and  actual  program 
operation,  the  phrase  “low-income”  is 
changed  to  “lower-income”  wherever  it 
appears  in  Section  570.107  of  the 
regulations.  ’The  term  “lower-income 
persons”  is  defined  as  a  member  of  a 
family  whose  income  does  not  exceed  80 
percent  of  the  median  family  income  of 
the  metropolitan  area,  or  in  the  case  of 
families  residing  in  nonmetropolitan 
areas,  of  all  nonmetropolitan  areas  of 
the  State. 

A  Finding  of  Inapplicability  with 
respect  to  Environmental  Impact  has 
been  prepared  in  accordance  with 
HUD’s  Procedures  for  Protection  and 
Enhancement  of  Environmental  Quality. 
A  copy  of  this  Finding  is  available  for 
inspection  and  copying  in  the  Office  of 
the  Rules  Docket  Clerk. 

This  rule  is  not  listed  in  the 
Department’s  semiannual  agenda  of 
significant  rules,  published  pursuant  to 
Executive  Order  12044. 

Accordingly,  24  CFR  Part  570,  Subpart 
B,  is  amended  to  read  as  follows; 

I.  To  reflect  the  changes  in  the  content 
of  regulations  in  Part  570,  Subpart  B, 
Allocation  and  Distribution  of  Funds, 
the  table  of  contents  is  amended  to  read 
as  follows: 

Subpart  B— Allocation  and  Distribution  of 
Funds 

Sec. 

570.100  General. 

570.101  Allocation  between  metropolitan 
and  nonmetropolitan  areas. 

570.102  Basic  grant  amounts. 

570.103  Hold-harmless  grants. 

570.104  Funds  for  discretionary  grants. 

570.105  Qualifications  as  urban  county. 

570.106  Qualification  and  submission  dates. 

570.107  Reallocation. 

II.  §  570.107  is  revised  to  read  as 

follows:  • 

§  570.107  Reallocation. 

(a)  General.  This  section  governs 
reallocated  funds  originally  allocated  for 
use  under  24  CFR  570,  Subparts  D, 
(Entitlement  Grants,  referred  to  in  this 
section  as  “entitlement  funds”)  and  F 
(Small  Cities  Program,  referred  to  in  this 
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section  as  “Small  Cities  discretionary 
funds”). 

(1)  Purpose  of  reallocated  funds. 
Entitlement  funds  to  be  reallocated  shall 
be  used  to  meet  Hnancial  settlement 
needs  pursuant  to  Subpart  H.  After 
financial  settlement  needs  are  met. 
metropolitan  entitlement  funds  of 
$100,000  or  more  to  be  reallocated  shall 
be  used  for  increasing  housing  choice, 
either  outside  of  areas  with  lower 
income  or  minority  concentrations  or  in 
a  revitalizing  neighborhood  to  enable 
lower  income  residents  to  remain  and 
avoid  displacement.  Activities  which 
fulfill  these  pimposes  are  described  in 

§  570.107(e). 

Nonmetropolitan  entitlement  funds, 
metropolitan  entitlement  funds  of  less 
than  $100,000,  and  Small  Cities 
discretionary  funds  to  be  reallocated 
shall  be  assigned  to  the  Small  Cities 
discretionary  balances  and  used 
according  to  §  570.107(f). 

(2)  Funds  to  be  reaUocated  shall 
remain  in  the  State  in  which  they 
originate  except  as  provided  in 
paragraph  (a)(2)(ii). 

(i)  If  the  funds  originate  in  a  State 
served  by  two  Area  Offices,  then  use  of 
the  funds  shall  be  limited  to  the 
jurisdiction  of  the  Area  Office  from 
which  the  funds  originate. 

(ii)  Metropolitan  and  nonmetropolitan 
funds  to  be  reallocated  from  amounts 
described  in  paragraphs  (a)(3)  (i)  and  (ii) 
which  are  not  obligated  under  any  of  the 
applicable  provisions  of  this  Section 
within  a  reasonable  time,  as  determined 
by  the  Secretary,  shall  be  reassigned  by 
the  Secretary  pursuant  to  §  570.107(c)  to 
metropolitan  and  nonmetropolitan 
areas,  respectively,  of  States  other  than 
the  State  in  which  the  funds  originate, 
based  on  a  determination  of  unmet 
needs  for  reallocated  funds. 

(3)  Subject  to  limitations  on  the 
availability  of  funds  in  appropriations 
acts,  funds  to  be  reallocated  are — 

(i)  Amounts  allocated  to  metropolitan 
cities  and  urban  counties  for  entitlement 
grants  which  are  not  applied  for  or  for 
which  applications  are  disapproved  by 
the  Secretary: 

(ii)  Amounts  allocated  to  metropolitan 
areas  or  nonmetropolitan  areas  for 
Small  Cities  discretionary  grants  which 
the  Secretary  determines,  on  the  basis  of 
applications  and  other  evidence 
available,  are  not  likely  to  be  fully 
obligated  by  the  Secretary  within  a 
reasonable  time  after  the  end  of  the 
fiscal  year  for  which  the  allocation  has 
been  made; 

(iii)  Amounts  recovered  as  a  result  of 
a  grant  reduction  under  24  CFR  570.910. 
"Corrective  and  remedial  actions”; 

(iv)  Amounts  available  as  a  result  of  a 
reduction  or  withdrawal  of  a  grant 


under  24  CFR  570.911,  “Reduction  or 
withdrawal  of  grant”; 

(v)  Amounts  recovered  under  the 
provisions  of  24  CFR  570.913,  “Other 
remedies  for  noncompliance”; 

(vi)  Amounts  returned  to  HUD  as  a 
result  of  a  termination  of,  withdrawal 
from,  or  failure  to  complete  an  approved 
Community  Development  Program;  or 

(vii)  Amounts  remaining  after  closeout 
of  a  grant  under  the  provisions  of 

§  570.512,  “Grant  closeouts”. 

(b)  Eligible  applicants.  (l)'States  and 
units  of  general  local  government  as 
defined  in  24  CFR  570.3(v),  including 
those  participating  in  an  urban  county, 
are  eligible  to  apply  for  reallocated 
funds.  Only  those  applicants  eligible  to 
apply  under  24  CFR  570  Subpart  F, 
“Small  Cities  Program”,  however,  are 
eligible  to  apply  for  reallocated  funds 
assigned  to  Small  Cities  discretionary 
balances. 

(2)  Funds  to  be  reallocated  which 
were  originally  allocated  to  a 
metropolitan  area  shall  be  used  only  by 
metropolitan  applicants.  Funds  which 
were  originally  allocated  to  a 
nonmetropolitan  area  shall  be  used  only 
by  nonmetropolitan  applicants. 

(c)  Assignment  af  funds  to  be 
reallocated.  (1)  Metropolitan  and 
nonmetropolitan  entitlement  funds  to  be 
reallocated  shall  be  used  first  for 
financial  settlement  needs  in  the  , 
metropolitan  and  nonmetropolitan 
areas,  respectively,  in  the  State  in  which 
the  fimds  originate.  These  funds  shall  be 
reallocated  as  soon  as  practicable.  For 
the  purpose  of  this  section,  a  financial 
settlement  need  occurs  when  there  are 
one  or  more  otherwise  approvable 
financial  settlement  applications 
pending  which  were  not  approved  tn  the 
last  financial  settlement  competition 
because  of  a  lack  of  funds. 

(2)  During  each  Federal  fiscal  year 
quarter,  funds  to  be  reallocated  that  are 
not  used  to  meet  financial  settlement 
needs  shall  accumulate  in  funding  pools 
separated  according  to:  the  State  in 
which  the  funds  originate;  whether  the 
funds  are  from  metropolitan  or 
nonmetropolitan  allocations;  and 
whether  the  funds  are  entitlement  or 
Small  Cities  discretionary  balances 
funds.  At  the  end  of  each  quarter,  the 
Area  Manager  shall  reallocate  the  funds 
in  each  funding  pool,  according  to  the 
following; 

(i)  Metropolitan  entitlement  funds  to 
be  reallocated  which  are  $100,000  or 
more  shall  be  used  as  described  in 

§  570.107(e). 

(ii)  At  the  discretion  of  the  Area 
Manager,  metropolitan  entitlement 
funds  to  be  reallocated  in  amounts  less 
than  $100,000  shall  be:  assigned  to  the 
Area  Office’s  metropolitan  Small  Cities 


discretionary  balance  for  the  State  in 
which  the  funds  originate,  and  used 
according  to  §  570.107(f);  or  held  over  to 
the  next  quarter  to  be  added  to 
additional  metropolitan  funds  that  may 
become  available  for  reallocation.  At 
the  end  of  the  last  quarter  in  the  fiscal 
year,  however,  these  funds  shall  only  be 
used  according  to  §  570.107(f). 

(iii)  Nonmetropolitan  Entitlement 
(hold-harmless)  funds  to  be  reallocated 
shall  be  assigned  to  the  Area  Office’s 
nonmetropolitan  Small  Cities 
discretionary  balance  for  the  State  in 
which  the  funds  originate.  These  funds 
shall  be  used  according  to  §  570.107(f). 

(iv)  Small  cities  discretionary -fimds  to 
be  reallocated  shall  remain  in  the  Small 
Cities  metropolitan  or  nonmetropolitan 
discretionary  balance  to  which  they 
were  originally  assigned.  These  funds 
shall  be  used  according  to  the  provisions 
of  §  570.107(f). 

(d)  Timing.  Funds  to  be  reallocated 
shall  be  used  as  soon  as  practicable 
after  they  have  been  assigned  according 
to  §  570.107(c). 

(e)  Reallocation  of  metropolitan 
entitlement  funds  in  excess  of  $100,000. 
Funds  reallocated  acording  to 

§  570.107(c)(2)(i)  shall  be  used  to 
increase  housing  choice,  especially  for 
families,  either  outside  of  areas  with 
concentrations  of  lower  income  or 
minority  persons  or  in  a  revitalizing 
neighborhood  to  enable  lower  income 
residents  to  remain  and  avoid 
displacement. 

Activities  to  increase  housing  choice 
outside  areas  with  concentrations  of 
lower  income  or  minority  persons  may 
be  located  within  or  outside  the 
applicant’s  jiu'isdiction.  Each  applicant 
must  set  forth  a  specific  mechanism  or 
program  which  ensures  that  a 
reasonable  proportion  of  the  housing 
facilitated  with  these  funds  can  be 
expected  to  be  occuped  by  persons  from 
concentrated  areas.  Each  applicant  must 
specifically  demonstrate  that  its 
proposed  activities  will  provide 
opportunities  for  lower  income  persons 
living  in  concentrated  areas  to  choose 
housing  in  non-concentrated  areas.  Each 
proposed  activity  to  conduct  outreach 
programs  for  persons  living  in 
concentrated  areas  must  include  a 
mechanism  for  providing  fair  housing 
information  to  these  persons. 

Activities  which  enable  lower  income 
residents  to  remain  in  their 
neighborhood  must  be  located  in  a 
neighborhood  which  is  experiencing 
revitalization  and  substantial 
displacement  of  lower  income  residents 
as  a  result  of  private  reinvestment. 

All  activities  undertaken  with  these 
funds  must  be  eligible  for  funding  in 
accordance  with  24  CFR  570  Subpart  C, 
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“Eligible  Activities.”  Activities  which 
increase  housing  choice  outside 
concentrated  areas  must  also  be  listed 
as  eligible  in  24  CFR  570.404(c), 
“Areawide  programs,  Eligible 
activities.” 

The  Area  Manager  shall  reallocate  the 
funds  to  jurisdictions  participating  in  an 
approved  Areawide  Housing 
Opportunity  Plan  (AHOP)  to  the  extent 
the  State’s  AHOP(s)  has  the  needs  and 
capacity  to  use  the  funds  within  a 
reasonable  period  of  time  and  can 
achieve  the  purposes  of  this  paragraph, 
considering  the  relative  needs  of  other 
SMSAs  within  the  State,  especially  the 
needs  of  the  SMSA  in  which  the  funds 
originated. 

(1)  In  reallocating  the  funds  to 
jurisdictions  participating  in  an 
approved  AHOP,  the  following  apply; 

(1)  An  approved  AHOP  is  one  which 
has  been  approved  by  the  Secretary  in 
accordance  with  Suppart  E, “Approval  of 
Areawide  Housing  Opportimity  Plan  of 
24  CFR  891,  and  is  in  effect  at  the  time 
funds  are  reallocated  to  its  participating 
jurisdictions. 

(ii)  In  selecting  jurisdictions  to  receive 
these  funds,  HUD  and  the  Areawide 
Planning  Organization  which  developed 
the  approved  AHOP  shall  use  the 
procedures  established  in  accordance 
with  24  CFR  570.404(e),  “Areawide 
programs.  Selection  process'^ 

(2)  In  inviting  applicant  not 
participating  in  an  approved  AHOP,  the 
Area  Manager  shall  consider  which 
jurisdictions  have  the  greatest 
concentrations  of  lower  income  and 
minority  households,  where  there  is  the 
greatest  opportunity  for  success,  the 
applicant’s  past  history,  and  an 
applicant’s  willingness  to  use  the  funds 
according  to  §  570.107(e).  Although  a 
formal  competition  need  not  be  held,  the 
Area  Manager  shall  invite  applications 
from  more  applicants  than  the  amount  of 
funds  available  can  accommodate.  In 
addition,  when  a  substantial  amoimt  of 
hinds  is  to  be  reallocated  under  these 
provisions,  the  Area  Manager  shall 
publicly  solicit  informal  proposals  from 
interested  eligible  applicants  in  a 
selected  metropolitan  area  or  areas. 

(3)  If  no  fundable  applications  are 
received,  the  Secretary  reserves  the 
right  to  reallocate  the  funds  for  other 
purposes,  subject  to  limitations  in 

§  570.107(a)(2)(ii). 

(f)  Reallocation  of  Small  Cities 
Discretionary  Funds.  The  Area  Manager 
shall  use  Small  Cities  discretionary 
funds  to  be  reallocated  (including 
entitlement  funds  which  have  been 
assigned  to  the  Small  Cities 
discretionary  balances  under 
§  570.107(c)(2))— 


(1)  to  fund  any  application  not 
selected  for  hmding  in  the  most  recent 
Small  Cities  discretionary  competition 
due  to  a  procedural  error  made  by  HUD; 
or 

(2)  to  fund  the  most  highly  ranked 
unfunded  application  or  applications 
from  the  most  recent  Small  Cities 
discretionary  competition;  or 

(3)  to  add  the  funds  to  the  next  Small 
Cities  discretionary  competition. 

(g)  Application  requirements  for 
reallocated  funds.  Applicants  for  funds 
reallocated  pursuant  to  this  section  shall 
comply  with  the  following  application 
requirements: 

(\)  Financial  settlement.  When 
reallocated  funds  are  to  be  used  to  meet 
financial  settlement  needs  as  defined  in 
§  570.107(c)(1),  the  applicant  shall  meet 
the  application  requirements  set  forth  in 
24  CFR  570  Subpart  H,  “Categorical 
Program  Settlement  Grants”  and 
§  570.404(d),  “Areawide  programs, 

'  Application  requirements”,  except  that 
all  certifications  described  in  24  CFR 
570.307  are  required.  An  applicant  that 
has  already  met  the  application 
requirements  for  a  community 
development  program,  a  Housing 
Assistance  Plan,  or  a  cost  analysis 
pursuant  to  Subpart  F  or  Subpart  D  may 
incorporate  such  by  reference. 

(2)  Other  entitlement  funds. 
Applications  for  metropolitan 
entitlement  funds  to  be  reallocated 
accordingly  to  §  570.107(e)  shall  meet 
the  requirements  set  forth  in  24  CFR 
570.404(d),  “Areawide  programs. 
Application  requirements”,  except  that 
all  certifications  described  in  24  CFR 
570.307  are  required.  Requirements  for 
applications  for  entitlement  funds  which 
are  added  to  a  Small  Cities 
discretionary  balance  are  described  in 

§  570.107(g)(3). 

(3)  Small  Cities  Discretionary  funds. 
Applications  and  preapplications  for 
funds  to  be  reallocated  which  are  added 
to  a  Small  Cities  discretionary  balance 
shall  meet  the  requirements  set  forth  in 
24  CFR  Subpart  F,  “Small  Cities 
Program”.  In  many  instances,  an 
applicant  described  in  §  570.107(f)  (1)  or 
(2)  will  have  met  all  or  some  of  the 
application  requirements. 

UI.  For  conformity  with  §  570.107, 

§  570.409  is  cancelled  and  reserved  for 
frture  use. 

§  570.409  Reserved. 

IV.  To  reflect  the  cancellation  and 
reservation  of  §  570.409,  the  Table  of 
Contents  for  Subpart  E,  Applications 
and  Criteria  for  Discretionary  Grants,  is 
amended  to  read  as  follows: 

(Title  I.  Housing  and  Conununity 
Development  Act  of  1974  (42  U.S.C.  5301  et 
seq.):  Title  I,  Housing  and  Community 


Development  Act  of  1977  (Pub.  L  95-128);  and 
7(d).  Department  of  Housing  and  Urban 
lievelopment  Act  (42  U.S.C.  3538(d)].) 

(Section  7(o)  of  the  Department  of  HUD  Act, 
42  U.S.C.  3535(o],  Section  324  of  the  Housing 
and  Community  Development  Amendments 
of  1979.) 

Subpart  E— Applications  and  Criteria 
for  Discretionary  Grants 

Sec. 

570.400  General. 

570.401  Urgent  needs  fund. 

570.402  Reserved. 

570.403  New  Conununities. 

570.404  Areawide  programs. 

570.405  Guam,  the  Virgin  Islands,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

570.406  Innovative  projects. 

570.407  Federally  recognized  disasters. 

570.408  Inequities  funds. 

570.409  Reserved. 

Issued  at  Washington,  D.C.,  April  16, 1980. 
Robert  C.  Embry,  )r.. 

Assistant  Secretary  far  Community  Planning 
and  Development. 
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